

ANNUAL 






COVER PHOTO: AERIAL VIEW OF THE NEW FOOD 
DISTRIBUTION CENTER AND WAREHOUSE FOR 
LUCKY STORES LOCATED AT 6565 KNOTT AVE¬ 
NUE IN BUENA PARK, CALIFORNIA, THE ENTIRE 
COMPLEX OF BUILDINGS FOR GROCERY, NON¬ 
FOODS, PRODUCE, MEAT STORAGE COVERS A 
32 ACRE AREA. IT INCLUDES THE WAREHOUSE, 
OFFICE, SIGN SHOP, GARAGE TO SERVICE ELEC' 
TRIG, DIESEL AND GASOLINE TRUCKS, AND A 
CAFETERIA FOR EMPLOYEES, 



HOME OFFICE: 1701 MARINA B O U L E V A R D / S A N L E A N D R O / C A L I F O R N I A 






1962 

1961 

SALES 

$232,448,971 

$200,400,953 

EARNINGS 

(Before Taxes on Income) 

5,728,910 

4,914,285 

NET EARNINGS 

2,728,910 

2,454,285 

EARNINGS 

(Per Share Common Stock) 

1.28 

1.15* 


*Adjusted for 3% Stock Dividend 
paid May r 1962 



AERIAL VIEW OF THE HOME OFFICE AND WARE¬ 
HOUSES OF LUCKY STORES, INC., LOCATED 
AT 1701 MARINA BOULEVARD IN SAN LEANDRO, 
CALIFORNIA. COMPRISING OVER 40 ACRES, THE 
SITE IS CENTRALLY LOCATED FOR SERVICING 
THE NEARLY 100 LUCKY STORES LOCATED 
WITHIN THE PERIMETER OF THE BAY AREA 
AND SACRAMENTO. NEARLY 300 EMPLOYEES 
ARE REQUIRED TO MAINTAIN THE NORMAL 24 
HOUR OPERATION OF THE VAST WAREHOUSE 
COMPLEX. COMPLETE TRUCKING FACILITIES, 
CARPENTER SHOP AND SIGN DEPARTMENTS 
ARE ALSO MAINTAINED. 
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the company’s usual policy of leasing property from 
others. We believe that the ownership and financing of 
this property by a subsidiary will result in substantial 
long term benefits to our stockholders. 

Capital expenditures (other than for construction 
of the Buena Park Distribution Center) made in 1962 
for plant, equipment, and store fixtures totaled approx¬ 
imately $5,550,000 (including $1,200,000 invested in re¬ 
modeling and modernizing existing stores). 

Inventories were up about $4,400,000. A substantial 
portion of this increase was the initial stocking of the 
Buena Park warehouse in December. The completion 
of the warehouse so late in the year caused unusually 
high inventories at year end, but adjustment of mer¬ 
chandise on hand will enable us to achieve a satisfactory 
turnover ratio. 

We are continuing our conservative accounting pro¬ 
cedures, in that we record accelerated depreciation for 
accounting, as well as for income tax purposes. In keep¬ 
ing with this policy, the “investment credit” (referred 
to in Note 4 to the financial statements) will be taken 
into earnings over the useful life of the equipment. 

GENERAL 

During 1962, we opened twelve new stores and closed 
six, bringing the total number in operation at year end 
to 141. Of these openings, one was a Gemco membership 
department store, opened in Cupertino, California (near 
San Jose) in May, bringing our Gemco operation to a 
total of three. It is anticipated we will open ten new 
stores in 1963, of which one will be a Gemco. It is inter¬ 
esting to note that 80 of our stores have come into ex¬ 
istence in the past five years; and, during this period of 
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EARNINGS PER SHARE COMMON STOCK 

(5) YEARS 


1962 

$1.28 

1961 

$1.15* 

1960 

$1.33* 

1959 

$1.36* 

(53 Weeks) 


1958 

$1.31* 


* Ad justed for 3% Stock Dividend Paid March, 1960, February, 1961, and May, 1962 


time, we have closed or sold 34. These new stores have 
had a definite impact on earnings in the years they were 
opened; however, they strengthen our position through 
increased representation in areas where we operate, 
assure our participation in growth areas, and contrib¬ 
ute toward continued improvement in earnings. 

Gemco, which became a wholly-owned subsidiary 
during the year, merged with Lucky Stores in Decem¬ 
ber, 1962, and is now operated as a division, under the 
very able management of Mr, W. H. Fisher. Gemco 
presently operates three stores; and, as previously men¬ 
tioned, a fourth store site, located in San Jose, Cali¬ 
fornia, has been approved and is expected to be opened 
in September, 1963. We have other sites under consid¬ 
eration for 1964 openings. 










Our Southern Regional Distribution Center at 
Buena Park, California began serving our stores De¬ 
cember 4, 1962. The official opening was held January 
21, 1963, at which time Lucky presented an hour long 
television documentary to the Los Angeles area resi¬ 
dents on “Operation Lucky,” taking thousands of view¬ 
ers on a TV tour of our warehouse and distribution 
facilities. This warehouse will furnish great benefits 
to our Southern Region in the years ahead and will en¬ 
able us to better serve our present and future stores in 


CHANGES IN WORKING CAPITAL 


SOURCES OF WORKING CAPITAL 

Year Ended 
December 30, 1962 


Net earnings.$2,729,000 

Expenses which did not require cash outlay: 

Depreciation and amortization .... 2,699,000 

Other. 251,000 

Common stock sold under incentive stock 

option plan. 45,000 

Miscellaneous, net. 158,000 

■ 5,882,000 


USES OF WORKING CAPITAL 

Additions to property, plant and equipment 5,550,000 

Cash dividends. 1,699,000 

7,249,000 

Net decrease in working capital during 

the year.$1,367,000 


that region. At the conclusion of our telecast, we made 
a statement of our beliefs, which we quote: 

“We believe very strongly in the free enterprise sys¬ 
tem, and recognize that we grow and prosper only in 
relation to how well we serve the public. Our company 
has grown considerably in recent years, and will con¬ 
tinue to grow as we better serve the needs of the super¬ 
market shopper. 

“Even though we hear a lot about the high cost of 
food, we know food actually is a bargain and that it 


EARNINGS BEFORE AND AFTER TAXES 



earnings before 

INCOME TAXES 


EARNINGS AFTER 
INCOME TAXES 















































HOW YOUR LUCKY SALES 
DOLLAR WAS DIVIDED: 

.7643 Manufacturers, Producers, Suppliers 


.1182 Wages and Other Employee Benefits 

.0640 Rent, Advertising, Supplies, Other 

.0167 Depreciation and Repairs 

.0251 Taxes 

.0073 Cash Dividends Paid 

.0044 Retained in the Business 

TOTAL 


$ 1.00 


takes fewer minutes of work to earn the money to buy 
a pound of beefsteak or a loaf of bread today than it 
did 10-20 or 30 years ago. The food industry historically 
has been one of the most competitive businesses. For 
every $10 spent in our stores, our net profit, or the 
money that belongs to our shareholders after taxes are 
paid, is actually less than 15 cents. Of this 15 cents 
profit on the $10 order, a little over half is paid to stock¬ 
holders as dividends on their investments in Lucky 
Stores, and the other half is kept in the business to re¬ 
place and maintain fixtures and to equip new stores. 

“The food industry is a fast moving, interesting, 
and challenging business, and today offers promising 
careers for many intelligent, hardworking, and ambi¬ 
tious young people. All of our store managers, super¬ 
visors, and district managers at one time were clerks 
in the stores, just as I was. 

“In America, thank goodness, each customer has 
freedom of choice as to where he spends his money. He 
can shop in any store he pleases, as frequently as he 
wishes. This is good. It means that for any store or 
business to succeed, it must win and maintain its cus¬ 
tomers’ confidence and loyalty through continually 
offering the products they wish to buy, in the manner 
they wish to be served, and at the price they wish to 
pay. Very simply stated, this is the goal of the people 
at Lucky Stores.” 

We take this opportunity to thank our employees 
for their outstanding contributions to Lucky’s progress 
and, on behalf of our employees, to express apprecia¬ 
tion to our Board of Directors for their guidance and 
counsel. 


CHAIRMAN OF THE BOARD 


PRESIDENT 

































































52 Weeks 

52 Weeks 

52 Weeks 

53 Weeks 

52 Weeks 


1962 

1961 

1960 

1959 

1958 

SALES 

Total Dollar Sales 

$232,448,971 

$200,400,953 

$190,071,490 

$178,689,888 

$141,512,741 

EARNINGS 

Before Taxes on Income 

5,728,910 

4,914,285 

5,991,835 

5,947,542 

5,358,864 

Federal Taxes 

3,000,000 

2,460,000 

3,170,000 

3,100,000 

2,880,000 

Net Earnings 

2,728,910 

2,454,285 

2,821,835 

2,847,542 

2,478,864 

Earnings per Share Common Stock* 

1.28 

1.15 

1.33 

1.36 

1.31 

DIVIDENDS 

Total Cash Dividends Paid on Preferred Stock 

50,000 

50,000 

50,000 

50,000 


Total Cash Dividends Paid on Common Stock 
Dividends Paid Per Share on Common: 

1,648,745 

1,606,189 

1,549,339 

1,505,828 

1,305,315 

In Cash* 

.80 

.78 

.75 

.73 

.71 

In Stock 

3% 

3% 

3% 



SHAREHOLDERS 

Number of Common Shareholders of Record 

19,075 

17,825 

17,422 

17,888 

17,473 

Number of Common Shares Outstanding 

(2,092,568) 

(2,027,956) 

(1,958,154) 

(1,888,699) 

(1,730,404) 

BALANCE SHEET INFORMATION 

Current Assets 

28,655,510 

24,387,622 

19,414,426 

18,599,560 

17,151,519 

Current Liabilities 

18,588,822 

12,953,813 

11,649,224 

9,994,244 

7,991,990 

Working Capital 

10,066,688 

11,433,809 

7,765,202 

8,605,316 

9,159,529 

Long Term Debt 

Shareholders' Equity: 

7,341,124 

7,377,705 

3,167,506 

3,595,451 

3,813,700 

Preferred 

1,000,000 

1,000,000 

1,000,000 

1,000,000 


Common 

20,366,114 

19,290,712 

17,971,537 

16,985,780 

15,583,083 

STORES 

Number at Beginning of Year 

135 

121 

117 

103 

95 

Opened and/or Acquired During Year 

12 

18 

16 

18 

16 

Closed During Year 

6 

4 

12 

4 

8 

Number at End of Year 

141** 

135 

121 

117 

103 

**lncluding 3 Gemco Stores 






EMPLOYEES 

Number of Employees 

4733 

3916 

3624 

3280 

2865 


Earnings and dividends per share for years prior to 1962 have been adjusted for stock dividends paid. 









































SEATTLE DIVISION: 12 STORES SACRAMENTO OPERATIONS AREA: 28 STORES BAY OPERATIONS AREA: 62 STORES 


KENT 

TACOMA (4) 

AUBURN 

NORTH HIGHLANDS (2) 

ALAMEDA (2) 

HAYWARD (4) 

PINOLE 

SAN MATEO 

SEATTLE (6) 

WHITE CENTER 

CARMICHAEL 

PLACERVILLE 

ANTIOCH 

LIVERMORE 

PITTSBURG 

SAN PABLO 



CITRUS HEIGHTS 

RANCHO CORDOVA 

BERKELEY (2) 

LOS GATOS 

REDWOOD CITY (2) 

SANTA CLARA 



FOLSOM 

SACRAMENTO (18) 

BURLINGAME 

FAIRFIELD 

RICHMOND (2) 

SANTA CRUZ 



MARYSVILLE 

YUBA CITY 

CONCORD 

MODESTO (2) 

SALINAS (2) 

SANTA ROSA (2) 





CUPERTINO 

MOUNTAIN VIEW 

SAN BRUNO 

STOCKTON 





EL CERRITO 

OAKLAND (8) 

SAN FRANCISCO 

SUNNYVALE 





FAIRFAX 

ORINDA (2) 

SAN JOSE (5) 

VALLEJO 





FREMONT (2) 

PALO ALTO (3) 

SAN LEANDRO 

WALNUT CREEK (2) 









LOS ANGELES OPERATIONS AREA: 24 STORES SAN DIEGO OPERATIONS AREA: 11 STORES PHOENIX OPERATIONS AREA: 4 STORES 


ANAHEIM (2) 

LA MIRADA 

NORWALK 

CHULA VISTA 

LA MESA (2) 

PHOENIX (4) 

BELL 

LA PUENTE 

REDONDO BEACH 

EL CAJON 

LEMON GROVE 


FULLERTON 

HERMOSA BEACH 

INGLEWOOD 

LAKEWOOD 

LA HABRA 

LENNOX 

LOMITA 

LONG BEACH (3) 

LOS ANGELES 

LYNWOOD 

ROLLING HILLS 

SAN GABRIEL 

TORRANCE (2) 

WEST COVINA 

ESCONDIDO 

SAN DIEGO (5) 
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LUCKY STORES, INC. 

BALANCE SHEET— DECEMBER 30 1962 


ASSETS 

Current assets; 

Cash.. . * . 

Short-term securities, at cost, plus accrued interest (approximates market) 

Accounts receivable... 

Inventories, at cost or market, whichever is lower: 

Merchandise. 

Supplies and wrapping materials. 

Unexpired insurance premiums, prepaid taxes and rents. 

Store and warehouse properties held for sale and leaseback (Note 1) . , 

Total current assets. 

Investments and long-term receivables, at cost. 

Property, plant and equipment, at cost, less accumulated depreciation 
and amortization (Note 2 ) . 

Deferred charges. 


$ 4,202,773 

399.900 

2,112,344 

15,885,018 

411,611 

869,885 

4,773,979 


LIABILITIES AND S T 0 C K H 0 L D E R S 1 EQUITY 


Current liabilities; 

Notes payable - instalments due within one year (Note 3). $ 89,086 

Accounts payable.. 13,506,487 

Accrued wages, taxes (except federal income taxes], insurance, rent, etc. 3,048,033 

Estimated federal income taxes (Note 4). 1,945,216 

Total current liabilities. 

Notes payable - instalments due after one year (Note 3). 

Deferred federal income taxes (Note 4).. . 

Stockholders’ equity; 


Preferred stock, authorized 100,000 shares, par value $50 per share (Note 5): 


Outstanding, 20,000 shares First Series 5% cumulative. 1,000,000 

Common stock, authorized 5,000,000 shares, par value $1.25 per share (Note 6); 

Outstanding, 2,092,568 shares. 2,615,710 

Capital in excess of par value of capital stock outstanding (Note 8). 7,668,454 

Earnings retained for use in the business, per accompanying statement (Note 3) . . , . 10,081,950 


$28,655,510 

534,990 

17,946,077 

449,483 

$47,586,060 


$18,588,822 

7,341,124 

290,000 


21,366,114 

$47,586,060 
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LUCKY STORES, INC. 

STATEMENT OF EARNINGS 


FOR THE FISCAL YEAR (52 WEEKS) ENDED DECEMBER 30 1962 


Sales and other operating revenues. $232,448,971 

Cost of goods sold. 180,382,449 

Selling, general and administrative expenses. 43,415,552 

Provision for depreciation and amortization. 2,698,926 

Interest expense. 411,168 


Dividend and interest income. 

Estimated federal income taxes (including $290,000 deferred to future years) (Note 4) . 

Net earnings. 

Earnings retained for use in business, December 31 1961 . . , .. 


Dividends declared: 

Preferred stock-$2,50 per share. 50,000 

Common stock: 

In cash — $ .80 per share. 1,648,745 

In common stock-3%. 1,157,442 


Earnings retained for use in the business, December 30 1962 (Note 3) 


$52,066,522 


46,525,646 

5,540,876 

188,034 

5.728.910 
3,000,000 

2.728.910 
10,209,227 
12,938,137 


2,856,187 

$10,081,950 


LUCKY STORES, INC.-NOTES TO FINANCIAL STATEMENTS 


NOTE 1 Basis of preparation of statements: 

The financial statements include the results of operations to the date of 
merger of Govmart (dba Gemco), a subsidiary which became wholly-owned in 1962 
and which was merged with the Company during the year. 

Store and warehouse properties held for sale and leaseback include $2,520,- 
000 representing cost of warehouse properties located at Buena Park, California. 
In February 1963, Jim Dandy Markets (a wholly-owned subsidiary which had no 
assets or liabilities at December 30 1962) purchased the warehouse properties 
from, and leased them back to, the Company with the proceeds of a long-term 
loan of $2,520,000 from two insurance companies; the loan is secured by a deed 
of trust on the properties. The Company does not intend to consolidate the finan¬ 
cial statements of Jim Dandy Markets. 


NOTE 2- Property, plant and equipment: 

Buildings.$ 2,842,177 

Leasehold costs and improvements. 2,691,686 

Fixtures and equipment. 22,063,470 

Trucking equipment. 2,229,275 

29,826,608 

Less Accumulated depreciation and amortization. 13,055,152 

16,771,456 

Land. 1,174,621 

$17,946,077 


Notes continued on the next page. 
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Land and buildings costing approximately $2,322,000 are pledged to secure 
notes payable. 

Substantially all stores and certain other facilities operated by the Company 
are leased. The leases in effect at December 30 1962 provide for minimum an¬ 
nual rentals of approximately $4,100,000 (including $195,000 to be paid to Jim 
Dandy Markets - see Note 1) of which about $1,223,000 represents rentals under 
leases expiring within fifteen years. Most of the leases also require payment of 
property taxes and insurance and provide for additional rentals if sales exceed 


specified amounts 

NOTE 3 Notes payable: 

Unsecured 5.48% notes payable in annual instalments 

of $583,000 from 1965 to 1975 and $587,000 in 1976 . $7,000,000 

Secured - Mortgage loans payable through 1973 . 430,210 

Balance, December 30 1962 . . $7,430,210 


Under the provisions of the loan agreement relating to the 5.48% notes, 
approximately $5,976,000 of earnings retained for use in the business at De¬ 
cember 30 1962 was not available for payment of cash dividends.. 

NOTE 4 Income taxes: 

Under provisions of the Revenue Act of 1962, estimated federal income taxes 
for 1962 were reduced by $290,000, representing the “investment credit" allow¬ 
able on the basis of qualified depreciable property acquired during the year. 
For accounting purposes, this reduction has been deferred and will be taken into 
income over the lives of the related properties. 

NOTE 5 Preferred stock: 

Each share of First Series 5% cumulative preferred stock is entitled to three 
votes respecting all matters subject to vote of shareholders. The shares are re¬ 
deemable at $52.50 per share. As long as any shares remain outstanding, the 
Company is required, commencing in 1965, to set aside $105,000 annually in a 
sinking fund for the purchase and retirement of these shares. 

NOTE 6 Incentive stock option plan: 

The following transactions have occurred during the year under the plan: 

Common Shares 


Options granted.22,100 

Options exercised (representing options granted during years 1957 

and 1958 at prices ranging from $11.87 to $13,59 per share) . 3,694 

Options terminated.15,201 


At December 30 1962, there were outstanding stock options for 61,035 com¬ 
mon shares granted from 1958 through 1962 at prices ranging from $13.59 to 
$22.42 per share (95% of the market price at the granting dates, as adjusted 
for stock dividends). Options granted are exercisable proportionately over a 
four-year period beginning two years after the granting date; such options ex¬ 
pire one month after becoming exercisable. At December 30 1962, there were 
22,855 unoptioned shares available under the plan 

NOTE 7 Retirement plan: 

The Company’s retirement plan provides for the Company to make contributions 
to a trust adequate to finance the benefits provided for in the plan on a sound 
actuarial basis. Contributions to the fund charged to earnings in 1962 amounted 
to $240,867. Unfunded past service costs under the plan at December 30 1962 
were approximately $564,000. 

NOTE 8 Capital in excess of par value of capital stock outstanding: 


Balance, December 31 1961.$6,546,540 

Excess of market value over par value of 60,918 shares of common 

stock ,jed as a 3% stock dividend on May 15 1962 ... 1,081,295 

Excess of amount received over par value of 3,694 shares of common 

stock issued under stock option plan (Note 6). 40,61 9 

Balance, December 30 1962 .. , $7,668,454 


Price Waterhouse 8c Co. 

UO MONTGOMERY STREET 

HAN FRANCISCO 4 

February £7 1963 


To the Board of Directors of 
Lucky Stores, Inc. 

In our opinion,the accompanying statements 
present fairly the financial position of Lucky 
Stores, Inc. at December 30 196£ and the results of 
its operations for the fiscal year (53 weeks) then 
ended, in conformity with generally accepted 
accounting principles applied on a basis consistent 
with that of the preceding year. Our examination 
of these statements was made in accordance with 
generally accepted auditing standards and 
accordingly included such tests of the accounting 
records and such other auditing procedures as we 
considered necessary in the circumstances. 
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